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Office Sharing
By Adele Brady Bolson, CPA, 
and Bill Pirolli, CPA
May 2007
T
he accounting profession we practice 
in today differs vastly from that of the 
past. Incredible opportunities exist in 
providing not only traditional services 
but also specialized niche services such as busi­
ness valuation, investment management, elder 
care services, personal financial planning, and 
many others. With opportunity, 
however, comes complexity. To­
day’s tax code and accounting
standards make even day-to-day practice more 
difficult to manage. In addition, running a CPA 
practice, like any business today, is a complex 
affair because of ever-changing personnel, regula­
tory, and technological issues.
Larger firms can more easily manage this com­
plexity by adding specialized administrative sup­
port in the form of human resource managers, 
controllers, and administrative managers. Most 
small firms need to seek other options to address 
the issues. One option is office sharing. Such 
arrangements may provide smaller firms the 
opportunity to share responsibility by allowing 
practitioners to “plug in” to an existing overhead 
and administrative structure.
There are also a number of other reasons why 
a sole proprietor, even one with a small staff, may 
wish to share offices with another CPA firm. 
Overhead expenses can be reduced by sharing 
facilities, equipment, library, and personnel. 
Some may feel that, unlike working from home, 
a shared office helps a small firm to present a 
more professional front because the firm can 
maintain regular office hours and have staff on 
site to greet visitors, receive deliveries, and 
answer the telephone. Furthermore, a sharing 
arrangement allows many small practitioners to
enjoy the camaraderie of seeing other CPAs on a 
regular basis and consulting on specialty and 
other professional issues.
Whether you prefer an informal relationship 
or one more contractual, you need to consider 
many things before you jump into an office shar­
ing arrangement. Culture matters more than 
anything else. The most impor­
tant consideration is whether 
you like and will get along with
the people you are about to spend a significant 
amount of time with.
Setting up an arrangement
Office sharing arrangements can take several 
forms. One of the first things to determine in set­
ting up an office sharing agreement is whether a 
primary landlord will be renting space to others 
or you will be sharing space as equals? This deci­
sion will likely affect how costs will be allocated. 
If one is the primary landlord, that person will be 
responsible not only for the lease, but also for 
many of the other shared expenses. How will 
costs be assessed? By flat amount, by number of 
personnel, by revenue, by square feet occupied? 
Any method is acceptable as long as it is agreed 
upon by everyone. Different methods may be 
used for different types of costs.
Sharing personnel can be very helpful, but 
does bring in some complications. The sharing 
can involve either administrative or professional 
personnel. The issues to be addressed include 
the following: Who is going to hire and super­
vise this person? Will you agree in advance 
on the job description and qualities you are 
seeking? How much will the person be paid? 
Who will supervise and coach the individual’s 
continued on next page
Inside
3 Recent social and 
demographic trends are 
increasing the risk that 
CPA firms and their 
clients may be 
challenged by employees 
who claim religious 
discrimination. An 
effective antiharassment 
policy can minimize the 
risk as well as provide an 
edge in recruiting and 
retaining employees.
5 Here’s an opportunity to 
find out if an internship 
program is feasible for 
your firm or how to 
make an existing 
program more valuable.
PCPS Update
7 SAS No. 112 Toolkit 
available →New PCPS 
online practice 
management forums →
Past Web forums 
available → Practitioners 
Symposium coming up→
performance? How will the person’s time be allocated 
and recorded?
Logistical issues
Some basic office issues that must be addressed include 
deciding which space is used by each party, and which 
space is shared. Be sure all parties have not only ade­
quate private office space, but also enough file space. 
You’ll also need to agree on signage. Are there to be 
regular office hours? When is the office closed, such as 
for holidays?
It is important to discuss insurance issues related to 
property, liability, and professional acts. Be sure to 
advise your malpractice carrier of your arrangement 
and avoid giving clients the impression that you are 
doing business as a partnership when you are not. 
Develop procedures that will ensure that clients’ confi­
dential information will be protected from those with 
whom you are sharing the office and contractually pro­
vide for the protection of confidential information if it 
becomes known.
You will want to agree on house rules such as neat­
ness, kitchen sharing, and parking. You may also want 
to agree to share social occasions such as birthdays and 
other celebrations. These social events can foster an 
atmosphere that will aid staff retention in the small 
firm.
Technology issues
To what extent will you be sharing technology? You’ll 
almost certainly be sharing a telephone system. Will 
you have separate telephone numbers? Fax lines? How 
will you share telephone equipment, lines, and long 
distance service? How will the telephones be 
answered?
Will you be trying to share computers, networks, or 
software licenses? If you are sharing personnel, you 
likely will want to share the computers that the shared 
personnel use. A good network administrator can help 
to provide security for all users of the network; you’ll 
need to agree on who is in charge of the network. 
You’ll want to be clear about which software can be 
shared, and which requires separate licenses for each 
user.
Other cost sharing matters to be settled are use of 
copiers, postage, paper, and other supplies, and parking 
validation.
A case in point
Our firm (then Pirolli Deller & Conaty) has been 
involved with several office sharing arrangements. We 
have had two smaller practitioners operate their prac­
tices from our offices. They shared our receptionist, 
conference area, library, and computer network and 
software. Occasionally we shared our staff. We charged 
them a flat fee per month and billed them for any sup­
plies and employee time they consumed. Over the 
years, we had opportunities to refer work back and 
forth and worked collaboratively on many projects.
More recently, we (Pirolli, etc.) actually turned the 
tables and moved our practice into the offices of a larger 
firm. We did it for the same reasons others did it with 
us. We needed support for our ever expanding practice 
and wanted access to their specialized services such as 
business valuation, cost segregation, and R&D credit, as 
well as the services of their related entities that provide 
wealth management and employee benefits services. For 
our part, we assisted with personnel matters, collabo­
rated on many client and internal projects, and consid­
ered ourselves part of the team. Three years later, we 
have now merged our firms, closing the loop on what 
has proven a very successful business arrangement.
Although working out the details in advance may 
help to assure your arrangement will be pleasant and 
advantageous to everyone, our (Pirolli, etc.) relation­
ships were informal affairs. We were and are friends 
and professionals, and never felt the need to have non­
compete agreements or other legal documents. The 
only documentation we had was a letter of intent stat­
ing the terms of the occupancy. We handled things as 
they arose and always made sure we practiced with 
integrity and for the benefit of our mutual clients.
We need only look to other professions to see suc­
cessful office sharing arrangements. For many years, 
the legal and medical communities have embraced the 
notion of individual practitioners sharing resources. As 
their professions became more complex and highly spe­
cialized, much as our profession is becoming today, the 
need to “hold hands” and work as a team has added 
both depth of services and profitability to our practices.
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A Diversity 
Dilemma
Most organizations have successfully educated 
employees on respecting the diversity of their fellow 
workers’ racial and ethnic backgrounds, age, gen­
der, and lifestyle differences, and religious beliefs. 
These organizations may also need to recognize 
and address developing issues associated with reli­
gious beliefs in order to avoid legal problems and 
support employee satisfaction.
O
ver the years, most organizations have 
established policies to ensure that employ­
ees are not discriminated against on the 
basis of age, ethnicity, race, gender, sexual 
orientation, or religious belief. The religious discrimi­
nation issue has become more complicated. One reason 
for the complication is that immigration is increasing 
the diversity of the religious traditions and ethnic 
groups that employees represent. Another reason is the 
advent of the “faith-at-work movement.” A recent 
Executive Action report published by The Conference 
Board advises, “Though in its early stages, the ‘faith-at- 
work movement’ is beginning to demand serious 
attention from employers and in some cases pose chal­
lenges. How companies frame their response will 
determine if the issue becomes a legal minefield or a 
source of competitive advantage.”
The report is based on discussions and a presenta­
tion by David W. Miller, Ph.D., Executive Director, 
Yale Center for Faith and Culture. Miller says that 
because the faith-at-work movement is still in its early 
stages, companies are uncertain about how to deal with 
it. The movement is evident in employee requests for 
affinity groups, prayer breakfasts, and corporate chap­
lains. In addition, some employees are asserting their 
religious beliefs with such actions as quoting scripture 
in their email sign-offs, posting invitations to religious 
services on company intranets, and requesting specific 
foods in company cafeterias.
The Conference Board report warns that geo-politi­
cal and demographic factors will eventually force U.S. 
companies to deal with the issues related to faith-at- 
work. Not only will the religious and ethnic diversity 
of the workforce increase with immigration, but also 
globalization will increase U.S. companies’ contact 
with cultures in which religion is deeply ingrained in 
the workplace. The report cites the example of Islam, 
which has very specific ideas and laws that guide busi­
ness terms and behavior.
Increasing employee complaints
The Conference Board report cites the increase of 
charges of religious discrimination received by the 
Equal Employment Opportunity Commission (EEOC) 
as evidence that faith-at-work is a growing issue. In 
2005, the EEOC received 2,340 charges of religious 
discrimination, an increase of more than 50% from 10 
years earlier and 30% five years earlier. Most com­
plaints were against employers who didn’t understand 
their obligations to accommodate employees’ religious 
beliefs.
Miller believes that many companies have avoided 
the issue entirely because of their uncertainty of how to 
deal with the potential emotionality and divisiveness 
that can arise when religious beliefs are discussed. 
Some may also be unaware that employees are permit­
ted to discuss their religious beliefs in the workplace 
with certain legal limitations.
Title VII under the Civil Rights Act of 1964 
(www.eeoc.gov/policy.vii.html) provides general rules 
for all private workplaces employing 15 or more peo­
ple. It stipulates that if a company allows employees 
to discuss topics unrelated to work, such as politics, 
family, and sports, it may not prohibit voluntary reli­
gious discussions between employees. Furthermore, 
other employees who overhear these religious discus­
sions may not stop them. Such discussions must not 
interfere with work, nor can an employee continue 
such discussion if a coworker does not want to discuss 
matters of religion.
A competitive advantage?
Organizations will, of course, have to address the legal 
implications of the faith-at-work movement and other 
trends. At the same time, companies need to be aware 
that accommodating the faith-at-work movement may 
benefit efforts in employee recruitment and retention. 
“A thoughtful and progressive policy can serve as a 
recruitment and retention tool for both younger and 
older generation employees,” says the report. The 
report characterizes employees, especially younger ones, 
as “more culturally diverse than previous ones.” 
Furthermore, they are “less willing to compartmental­
ize their lives. They do not park their faith at the door, 
but rather they bring their whole selves to work, faith 
and all.” In addition, “aging baby boomers are follow­
ing the established trend that (at least in numerous 
surveys) faith becomes more important as people get 
older.”
Helping provide for employees’ spiritual and emo­
tional needs is as good a business practice as caring for 
employees’ physical needs. Personal health and happi­
ness contribute to productivity in the company.
Larger companies have begun to address the faith 
issue by formally recognizing faith-based affinity 
groups. They have done so because they see a similarity 
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between faith-at-work groups and the “diversity 
groups” of the 1980s. These groups, formed around 
race, ethnicity, and sexual orientation, fostered oppor­
tunities to recruit and retain minorities as well as mar­
ket to their communities.
David Gibbs, president of the Christian Law 
Association, advises employers and supervisors to 
become familiar with their obligations under Title VII 
law, which applies to government employers and 
private businesses with fifteen or more employees. 
However, Gibbs says, that “companies with fewer than 
fifteen employees may be subject to state requirements 
that make it unlawful to discriminate against employ­
ees on the basis of religion.” Gibbs also notes that 
business owners or supervisors are permitted to com­
municate their religious beliefs through company poli­
cies and practices. They may do so provided that they 
do not give prospective or current employees the per­
ception that employment or advancement requires 
workers to adopt a certain religious belief; that they 
accommodate employee objections, and that they do 
not require employees to participate in religious wor­
ship experiences.
Diversity backlash
Many employers may be unaware of how much reli­
gious expression is legally protected in the workplace 
by the Constitution and Title VII law. The law requires 
employers to make “reasonable accommodations” for 
employees’ “sincerely held beliefs.” One of the fears of 
embracing the faith-at-work movement is that it will 
encourage contention. “Diversity backlash” might re­
sult in conflicts, says Georgette Bennett, president of 
the New York-based Tanenbaum Center for Inter­
religious Understanding. The backlash could be 
embodied by employees who feel that their religious 
beliefs oblige them to proselytize to others or oppose 
others’ behavior that they believe to be sinful even if 
they violate the company’s antiharassment and diver­
sity policies.
Companies understandably fear such conflicts, but 
many such disputes have been resolved successfully, 
sometimes with the help of outside mediators, says 
Nicole Raeburn, a University of San Francisco sociolo­
gist. However, Michael Starr and Christine M. Wilson, 
of the New York office of law firm Hogan and Hogan, 
are less confident of a desired outcome. In their article 
“Workplace Proselytizing; A Cross Employers May 
Have to Bear,” (The National Law Journal, January 5, 
2007), they warn of an outcome less desirable for the 
employer:
When an employee’s religiously based need to pros­
elytize or affirmatively oppose sinfulness conflicts 
with an employer’s diversity policies or is experi­
enced as harassing by co-workers, employers that 
reflexively enforce their anti-harassment policies run 
the risk of liability for religious discrimination. 
Some effort to accommodate the employee’s reli­
gious practice must be made.
Starr and Wilson add that an employer can discipline 
an employee who won’t accept the accommodation. 
However, if the employee’s refusal stems from a sin­
cerely held religious belief, the consequence may be 
that the employer must tolerate behavior counter to 
the workplace culture that the employer is trying to 
foster.
Starr and Wilson believe such an outcome “was pre­
saged more than a decade ago.” In 1993, The EEOC 
wanted to expand its regulation on sexual harassment 
into a general policy against all forms of workplace 
harassment based on any classification of Title VII 
under the 1964 Civil Rights Act. Under the proposal, 
harassment would be defined as activity offensive to a 
reasonable person in the victim’s position. Some mem­
bers of Congress, however, believed that the EEOC def­
inition would prevent an evangelical Christian from 
proselytizing in the workplace. The members suc­
ceeded in attaching riders to congressional appropria­
tions prohibiting the EEOC from implementing the 
proposed guideline. The EEOC eventually stopped try­
ing. Consequently, other than the original sexual 
harassment guidelines, no guidelines on workplace 
harassment were established. Instead, the courts have 
developed approaches to proselytizing at work.
Few written policies
The Conference Board report cites a 2001 survey 
of human resources professionals taken by the 
Tanenbaum Center for Interreligious Understanding 
and the Society for Human Resource Management, in 
which less than one third indicated having a written 
policy on religion in the workplace. However, the 
same number said their workforce represented more 
religions than they had five years earlier. Fur­
thermore, although 77% included religion in their 
standard harassment policy, only 16% offered train­
ing on religious accommodation.
The report says that, in developing a policy to 
address the issue of faith in the workplace, consistency 
is most important. Dr. Miller advises that the policy 
should:
• Be inclusionary
• Foster creative potential
• Prevent lawsuits
• Promote intra-group understanding
• Attract and retain top talent
• Empower minority traditions
• Promote rational dialogue
• Contain neutral language
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AUDITS: CONFIRMATIONS AND CLIENT FRAUD
The audit process necessarily 
involves obtaining information 
and representations from clients 
and third parties about a client’s 
financial and business matters. 
Independent verification of such 
information and representations is 
critical in performing an audit in 
accordance with generally accepted 
auditing standards (see AU §330, The 
Confirmation Process). The new risk 
assessment standard, SAS 106, 
Audit Evidence (effective for audits 
of financial statements for periods 
beginning on or after December 15, 
2006), describes and defines confir­
mation as one type of audit proce­
dure that an auditor should use to 
obtain sufficient appropriate audit 
evidence. Under AU §330.27, an 
auditor should consider situations 
that may require a heightened 
degree of professional skepticism 
when evaluating a confirmation 
response as audit evidence.
Consider the following situation, 
wherein the auditor received infor­
mation in a confirmation from a 
third party that conflicted with 
client records:
A CPA firm audited the year-end 
financial statements of a commercial 
bank for 4 years and issued unquali­
fied audit reports for each of the 
years. One year after the firm was 
initially engaged, the bank’s presi­
dent began conducting unauthorized 
off-balance sheet securities trading 
through several margin accounts. 
The trading was conducted on 
behalf of the bank through two bro­
kers who used five different broker­
age houses to execute the trades. 
The two brokers conspired with the 
president to conceal the transactions 
from the bank’s board of directors 
and the CPA firm.
A regulatory agency that had 
been investigating one of the brokers 
discovered that he had received sub­
stantial commissions from trades in 
the bank’s accounts. The agency 
notified the bank’s board of direc­
tors, which then investigated the 
matter. Upon discovering that the 
bank had incurred over $5,000,000 
in losses from these trades, the presi­
dent was terminated and the matter 
was referred to law enforcement 
authorities.
In an attempt to recover the losses, 
the bank sued the brokers and bro­
kerage houses, but due to binding 
arbitration clauses in the brokers’ 
contracts, the lawsuit was dismissed 
and the bank pursued its claims in 
arbitration. The bank incurred sub­
stantial legal fees in preparing for 
arbitration, and the arbitration 
hearings were delayed.
With the arbitration stalled, the 
bank sued the CPA firm, alleging 
that the firm failed to discover and 
report the unauthorized trading 
activity in a timely manner. While 
performing the field work for the 
second year audit, the CPA firm 
received a confirmation from one of 
the brokerage houses that indicated 
a substantial number of trades had 
been made which were not reflected 
in the bank’s records. These trades 
resulted in more than $2,000,000 in 
accumulated losses.
Rather than contacting the broker­
age house directly, the staff auditor 
sought an explanation from the 
bank’s president, who indicated that 
there must have been a mistake and 
that he would take care of it. A few 
days later, the auditor received a 
second letter from the brokerage 
house. This letter had been signed 
by one of the brokers involved with 
the president. It indicated that there 
had been a mix up, and that the 
original letter had been issued in 
error. The auditor accepted the 
“corrected” confirmation response 
and did not pursue the matter further.
An accounting and auditing expert 
retained by the defense team con­
cluded that the CPA firm’s audit 
work could be supported for the most 
part, but acknowledged that the mis­
handling of the broker confirmation 
could create substantial problems in 
defending the work performed.
In the lawsuit, the bank alleged 
that the CPA firm was liable for 
losses sustained after the initial 
confirmation was received because 
the auditors failed to timely investi­
gate the information received by 
directly contacting the party that 
issued the confirmation.
The expert witness for the bank 
testified that the CPA firm failed to 
comply with AU §330.28, which 
states the following:






continued from page rmr 1
“During the performance of con­
firmation procedures, the auditor 
should maintain control over the 
confirmation requests and respons­
es. Maintaining control means 
establishing direct communication 
between the intended recipient and 
the auditor to minimize the possibil­
ity that the results will be biased 
because of interception and alter­
ation of the confirmation requests or 
responses”
Despite the fact that the bank pres­
ident conspired to defraud both the 
board of directors and the auditors, 
this error made this a difficult claim 
to defend. The claim was settled 
prior to trial.
In this case, the auditor failed to 
maintain control over the confirma­
tion process, which allowed the 
bank president to continue to perpe­
trate this fraud. While the client 
may assist in reconciling differences 
between their records and those of 
customers, vendors, etc., informa­
tion received on replies to audit con­
firmation requests must be indepen­
dently investigated and verified. 
Client representations should not be 
accepted or relied upon without ver­
ification. Alternative procedures 
could have been applied to obtain 
sufficient audit evidence.
In addition, the staff auditor 
should have communicated directly 
with the brokerage firm that provid­
ed the initial information. In verify­
ing the accuracy of the information, 
the fraudulent activity would likely 
have come to the attention of both 
the management of the brokerage 
house and the CPA firm, which then 
could have been brought to the 
attention of the board of directors of 
the bank as required under AU 
Section 316.79 - .81 and 317.17 in 
The Standards of Field Work con­
tained in the AICPA Professional 
Standards.
February 2007
By Joseph Wolfe, Assistant Vice President, 
Risk Control, Accountants Professional 
Liability, CNA, 333 South Wabash Ave. 
39S, Chicago, IL 60604.
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Executive Summary
• Auditors must independently ver­
ify confirmation requests rather 
than relying on clients’ represen­
tations.
• The need to exercise professional 
skepticism, addressed in AU § 
230, Due Professional Care in 
the Performance of Work, is criti­
cal in an auditor’s consideration 
of fraud in a financial statement 
audit, especially while obtaining 
evidence from third parties about 
financial statement assertions 
made by management.
• Although a CPA’s duty under 
SAS No. 99 to consider fraud in 
a financial statement audit of a 
privately held entity remains 
unchanged, prior to undertaking 
audit field work, auditors 
should be familiar with recently 
implemented, and soon to be 
implemented, changes to The 
Standards of Field Work con­
tained in SAS No. 103 through 
SAS No. 114. This includes 
SAS 106, Audit Evidence, 
which specifically addresses the 
use of confirmations to obtain 
audit evidence.
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RISKS OF PROFESSIONAL REFERRALS
While clients often look to their 
CPA for referral to other profession­
als, failure to properly manage these 
referrals can present significant 
risks, as illustrated in the following 
case:
A sole practitioner provided book­
keeping and tax return preparation 
services for a number of years to a 
successful doctor. The doctor, need­
ing advice on financial and estate 
planning matters, asked the CPA to 
recommend a financial planner to 
assist her. The CPA recommended 
an acquaintance who was a full-time 
financial planner.
While performing bookkeeping 
work for the client, the CPA noticed 
she had been making large payments 
for life insurance premiums and 
other investments. The CPA sug­
gested that he, the client, and the 
financial planner meet to review the 
client’s insurance needs and estate 
plans. During the meeting, the 
financial planner introduced the 
client to an investment advisor who 
was promoting his investments 
through the financial planner’s busi­
ness.
The client subsequently made sub­
stantial investments in companies 
owned and operated by the invest­
ment advisor. The investments later 
proved to be worthless because the 
companies did not exist. The invest­
ment advisor was convicted of 
defrauding the client and several 
other investors.
The client was unable to recover 
her losses from the investment advi­
sor, who was uninsured and later 
found to be unregistered with the 
state securities division. She filed 
for arbitration of her claims against 
the financial planner, who likewise 
had been duped by the investment 
advisor, and with whom he had con­
ducted extensive legitimate business 
in the past. This resulted in a partial 
recovery for the client. Finally, she 
sued the CPA, alleging that she 
relied on representations he made 
regarding the investment advisor’s 
background and net worth in making 
the investments.
At one time the CPA provided the 
client with a copy of the investment 
advisor’s personal financial state­
ment, which indicated a net worth in 
excess of $20,000,000. The CPA 
obtained the statement from the 
investment advisor upon the client’s 
request, after most of the invest­
ments had been made. The CPA 
denied making any representations 
about the investment advisor’s char­
acter and noted that the financial 
statement included a warning that 
indicated substantially all of the dis­
closures required under GAAP had 
been omitted, and that the statement 
should not be used for any purpose 
which required independently veri­
fied information.
However, the client alleged that 
she asked the CPA to screen the 
investment advisor prior to making 
the investments and disputed the 
timing of receiving the financial 
statement. In light of the facts that 
the CPA recommended the financial 
planner who introduced the client to 
the investment advisor, admitted 
participating in meetings with the 
client, the financial planner and the 
investment advisor wherein the sub­
ject investments were discussed, and 
provided the client with a copy of 
the investment advisor’s personal 
financial statement, the matter was 
settled prior to trial.
In this case, the CPA attempted to 
assist a bookkeeping and tax return 
preparation services client in need 
of personal financial services. The 
CPA failed to recognize the risks 
associated with professional refer­
rals and assumed a fiduciary duty to 
the client by participating directly in 
the client’s meetings with the finan­
cial planner and investment advisor 
as well as providing her with a copy 
of the investment advisor’s personal 
financial statement.
So, how can CPAs in similar client 
service situations who are not quali­
fied financial planners respond to 
the client’s needs and manage the 
related risks?
1. Upon identifying the need for finan­
cial planning advice, recommend 
that the client engage an independent 
advisor, and be prepared to explain 
the various professional designations 
available to financial planners (e.g., 
Certified Financial Planner, Personal 
Financial Specialist) and the related 
training needed to obtain these des­
ignations.
2. Prior to providing the names of 
other professionals to clients,
continued on page rmr 4
Executive Summary
• Providing clients with referrals to 
other professional advisors can 
present unintended risk.
• Carefully handling interactions 
with a client’s other professional 
advisors is important, particularly 
when the client asks the CPA to 
participate in meetings with such 
advisors.
• Managing client expectations 
with respect to referrals to, and 
interactions with, other profes­
sionals engaged by clients helps 
minimize “expectation gap” prob­
lems and the risk of experiencing 
claims arising from their services 
to the CPA’s clients.
CPAs are generally aware that they 
must disclose to a client a referral 
fee received from any person or 
entity for recommending or refer­
ring their services to the client or a 
referral fee paid to obtain a client 
(see the AICPA Code of 
Professional Conduct Rule 503). 
However, many CPAs fail to recog­
nize or address the client’s expecta­
tion that the CPA in turn will both 
vet and supervise the activities of 
professionals to whom they give 
referrals, whether for a fee or not. 
Those CPAs who participate in 
communications between the client 
and these third party professionals 
also often fail to define their role 
with the client, leading to miscom­
munications and “expectation gap” 
problems.
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investigate their background, 
training, experience, reputation, 
professional credentials and 
licensing. Provide the client with 
several referrals to select from 
rather than recommending only 
one.
3. Follow up with a letter or e-mail 
to the client informing them that 
while you have provided them 
with the names of several quali­
fied professionals, it is the 
client’s responsibility to select 
and engage other professionals, 
and that you will not supervise 
their activities.
4. Advise the client to seek inde­
pendent professional financial 
planning advice, investment 
advice and personal and business 
tax advice before making invest­
ment decisions. If you agree to 
provide them with tax advice 
about prospective investments, 
promptly document the additional 
service and fee in writing, and 
clearly delineate the limits of 
such advice, the client’s responsi­
bilities to timely provide the CPA 
with updated information, and 
billing terms. Explain that the 
terms and conditions of the exist­
ing engagement letter also apply 
to this service. To the extent 
there is a significant change in
the scope of client services, a 
new engagement letter should be 
drafted and signed by the client. 
CPAs provide an important ser­
vice to clients by helping them 
identify qualified professionals to 
render services which are beyond 
the scope of their own practice. 
However, in addition to undertak­
ing the above activities, CPAs 
should exercise caution prior to 
agreeing to participate in a meeting 
between clients and other profes­
sionals, clearly informing the client 
in advance of the meeting, both 
orally and in writing, the purpose 
of your participation (typically to 
obtain information needed to pro­
vide the client with related tax 
advice). When such a meeting con­
cerns investments, consider 
whether this information can be 
obtained in writing from the 
client’s other advisors without the 
need for your participation in the 
meeting, and consistently inform 
the client that you will not provide 
financial planning or investment 
advice.
While CPAs need to be respon­
sive to client service needs, it is 
important to avoid “engagement 
creep” by inadvertently providing 
services that are beyond the scope 
of the original engagement as 
memorialized in the engagement 
letter and assuming an unintended 
fiduciary duty to the client.
February 2007
By Joseph Wolfe, Assistant Vice President, 
Risk Control, Accountants Professional 
Liability, CNA, 333 South Wabash Ave., 
39S Chicago, IL 60604.
Additional Resources
• AICPA Code of Professional 
Conduct, ET Section 503, 
Commissions and Referral 
Fees, at  
about/code/et 503.html
http://www. aicpa.org/
• Journal of Accountancy, 
“Disclosing Insurance 
Commissions,” September 2002, 
by Neil Alexander
• Journal of Accountancy, 
“Liability for Someone Else’s 
Sins: The Risks of Accounting 
Firm Alliances,” December 
2006, by Richard L. Miller
AICPA PROFESSIONAL LIABILITY INSURANCE PROGRAM
2007 RISK MANAGEMENT SEMINAR
Back to Basics: Strategies for Today’s Liability Challenges is designed for firm members at all levels — from 
experienced firm partners/principals to new members of your staff. The seminar provides valuable risk management 
strategies that attendees can use in everyday practice.
Attendees earn 4 hours of CPE credit for this half-day seminar, and eligible firms can receive up to 7.5% 
premium credit on their Professional Liability Insurance policy for three consecutive years.
For a complete listing of all 2007 seminars and to register online, please visit www.cpai.com/risk7.
Visit www.cpai.com for more information on all of the products and Risk Management Resources!
The Professional and Personal Liability Insurance Programs Committee objective is to assure the availability of liability insurance at reasonable rates for 
local firms and to assist them in controlling risk through education. For information about the AICPA Program, call the national administrator, Aon 
Insurance Services, at (800) 221-3023, write Aon at Aon Insurance Services, 159 East County Line Road, Hatboro, PA 19040-1218, or visit the AICPA 
Insurance Programs website at www.cpai.com.
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A Tool for Initiating 
or Strengthening 
Internship Programs
proper recruitment techniques will help to make 
it easy to attract the right individuals.
4. Internship programs are only for larger companies.
5. They can’t have interns without office space with phones 
and computers.
In response to these myths, Zinman offers ZU’s Intern 
Toolkit™, which is a resource designed to make it easy
The following article describes a tool designed to 
help organizations establish productive internship 
programs. It is based on conversations with the 
tool’s developer and press releases describing the 
product and its benefits. It also provides links to 
allow organizations to assess the feasibility and 
value of establishing internship programs.
for employers to run an internship program in a way 
that increases productivity and improves the student 
internship experience and career development. Zinman 
says, “With all due respect to the organizations with 
world class programs, most employers either don’t 
know what they’re doing, don’t have the tools to do it 
right, or, in most cases, simply don’t realize what 
they’re missing.” The toolkit is designed for employers 
of varying size, industry, and complexity, and for those 
with and without existing internship programs.
Some CPA firms and their clients sponsor intern- 
ship programs and find them to be a productive 
resource for recruiting and developing employ­
ees. Not only do they provide students with 
insights into a firm’s mission and operations, but they 
also provide the employer an opportunity to assess the 
intern’s suitability for the work required and probabil­
ity of adapting to the firm’s culture.
Many employers have benefited from internship 
programs, but others have not found them rewarding, 
and still others hesitate to initiate such programs. 
However, by applying thoughtful planning and the 
right tools, these employers can realize the full poten­
tial of internship programs, says Matthew Zinman, 
president and founder of Z University.org (ZU), an 
advocate of workforce readiness and innovator of 
internship management solutions.
In response to myth 5, Zinman says, “The Intern 
Toolkit shows how to manage interns virtually instead 
of doing so on-site.” The toolkit is available at 
www.InternToolkit. com.
Assessing a program's value and feasibility 
Organizations that are considering internship plans can 
take the Internship Institute’s free Value-Feasibility 
Assessment, located at http://www.zuniversity. 
org/itk_is.asp. This assessment will qualify how valu­
able an internship program may be to the organization, 
as well as provide a sense of how feasible it is to man­
age the program effectively. Another free resource is an 
employer education series, located at http://www. 
zuniversity.org/education_series.asp, which features 
the value of having interns, a telling study capsule on 
intern productivity, and sample ideas about ‘real work’ 
interns can do.
Internship myths
Zinman has identified the “top five myths about 
internships.” To get the greatest returns from an 
internship program, organizations need to recognize 
that the myths are misconceptions that can be dis­
pelled by planning for and applying the right tools.
Here are the five myths and Zinman’s response to 
them:
A strategic business advantage
“What too few employers and organizations realize is 
that internships represent a tremendous, untapped 
opportunity to create a strategic business advantage,” 
explains Zinman. “Companies and nonprofits can 
infuse their bottom line with valuable talent while 
addressing labor shortages, skills gaps, ‘brain drain,’ 
productivity deficiencies, and fulfilling corporate social
1. They don’t have the time to have interns. Zinman 
says that firms “actually don’t have the time not 
to have interns.” He cites a five-year study by 
ZU on student productivity, which demonstrates 
that a single supervisor can gain up to 225 full 
work days of productivity in a calendar year sim­
ply by managing interns instead of completing 
work tasks himself or herself.
2. Having interns is too much work for too little in return. 
Properly managed internship programs reap sig­
nificant productivity benefits by freeing high- 
level employees from time-consuming tasks.
3. Finding good interns is a crapshoot. Applying the
responsibility goals, while still yielding significant 
gains for the bottom-line.”
The Toolkit gives employers a structure to help 
them become more immune to such common chal­
lenges as employee turnover, novice managers, and 
underutilized and underdeveloped interns. In addition 
to focusing on productivity and profit, and helping to 
convert students into loyal employees, it can provide 
the following benefits:
• More than half of its 60 tools are adaptable tem­
plates designed to save time, labor, and money.
• Self-guides help interns to complete work with 
minimal supervision and training materials to 
continued on next page
make students more competent and valuable.
• Users have online access to Z University’s Online 
Internship Knowledge Center and can utilize an 
ever-expanding collection of internship-related 
resources.
The Internship Institute, the nonprofit affiliate of the Z 
University (ZU) brand, markets a turnkey internship 
system. This includes an instructional video on program 
management called, “The Blueprint for Internship 
Success” (DVD), and a comprehensive set of useful mate­
rials with Intern Toolkit™, which together provide 
every advantage for employer ‘host organizations’ to 
make their internship program the very best it can be.
Getting started
According to The Internship Institute, those wishing 
to establish an internship program or improve an exist­
ing one should take the following three key steps:
1. Define internal needs and wants. Develop a job 
description based on defined needs such as proj­
ects involving research, writing, planning, and 
online/telephone outreach.
2. Ask those in the know. Contact the career services 
departments of area higher education institutions 
to establish relationships and discuss how to best 
recruit the right candidates based on defined 
needs.
3. Prepare internally. Internship programs don’t run 
themselves, but advance preparation is key. 
Resources such as Z University’s Intern Toolkit 
are designed to help make intern programs as 
easy as possible to implement and improve.
Zinman notes that, “Any organization that hires col­
lege graduates or could benefit from an extra hand or 
second pair of eyes can turn an internship program to 
their advantage. All it takes is a little planning and 
creativity, and the interns can do the rest. Interns are 
highly capable, highly motivated, and — if well man­
aged—highly valuable,” notes Zinman.
In addition, Zinman says that internship programs 
provide a “win-win” solution for companies by 
addressing social concerns and boosting corporate 
competitiveness. Making internships available to can­
didates in the public workforce can also demonstrate 
a corporate commitment to underserved and under­
privileged populations, while creating another talent 
pool of productive workers.
“A common misconception is that organizations 
and individuals don’t have the time to run an intern­
ship program,” Zinman adds. “But with the right tools 
and preparation, internships can deliver a strategic 
business advantage. The key is advance planning — a 
small investment of time to ensure that proper re­
sources are allocated and that job requirements and 
goals are clear.”
Matthew Zinman, President and Founder of Z University and the Internship Institute can be contacted via email at NewsInquiry@ 
ZUniversity.org, or call 1-877-ZU2GR0W (1-877-982-4769).
FYIIRS Starts Free e-Newsletter 
for Small Businesses
The IRS has started a news service, e-News for Small 
 Businesses, to bring timely, useful tax information to 
your computer. This information includes, but is not limit­
ed to:
• Important, upcoming tax dates
• What's new on the IRS Web site
• Reminders and tips to assist businesses with tax 
compliance
• IRS news releases and special IRS announcements 
In addition, “Useful Links" will quickly bring you to use­
ful information on toe IRS Web site ( ) for large 
and small businesses and toe self-employed.
IRS.gov
To subscribe to e-News (remember it's free), go to 
IRS.gov at http://www.irs.gov/businesses/small/content/ 
0,,id=154826,00.html. Simply type in your e-mail address 
and print
The Private Companies Practice Section, an alliance 
of the AICPA, represents more than 6,000 local and 
regional CPA firms. The goal of PCPS is to provide 
member firms with up-to-date information, advocacy, 
and solutions to challenges facing their firms and toe 
profession. Please call 1-800-CPA-FIRM for more 
information.
Letters to the Editor
The Practicing CPA encourages readers to write letters 
on practice management issues and on published arti­
cles. Please remember to include your name and tele­
phone and fax numbers. Send your letters by e-mail to 
pcpa@aicpa.org.
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PCPS
AICPA Private Companies Practice Section
T
his month we focus 
on new resources to 
help PCPS members 
with technical and 
practice management chal­
lenges, as well as an opportu­
nity for large firm members to 
network with their peers.
SAS No. 112 Toolkit 




pend on PCPS to 
provide them with 
the resources they 
need to address pressing practice 
concerns. To help members 
understand and implement a 
standard that is expected to have 
a significant impact on prac­
tice—Statement on Auditing 
Standards No. 112, Commu­
nicating Internal Control Re­
lated Matters Identified in an 
Audit—we have posted the 
PCPS SAS No. 112 Toolkit to 
the PCPS Firm Practice Center. 
The toolkit includes:
• FAQs that answer common 
practitioner questions and 
contain links to useful re­
sources associated with the 
standard.
• Newsletter/Website template 
that firms can use to intro­
duce clients to SAS No. 112. 
It includes links to defini­
tions of relevant key phrases 
and can be used in a variety 
of marketing communica­
tions.
• Client communication letter 
to help communicate to the 
client the impact of SAS No. 
112 on their upcoming (or in 
process) audit.
• Talking points document to 
assist practitioners in address­
ing common questions that 
clients may raise when dis­
cussing this new standard 
and implementation.
• SAS No. 112 Overview Pow­
erPoint can be used for the 
more technically savvy client 
that would like a more de­
tailed description of what 
SAS No. 112 means to their 
audit.
• SAS No. 112 sample client 
communication letter is bas­
ed on the sample letter out­
lined in SAS No. 112.
• An archived version of the 
PCPS online forum on SAS 
No. 112, which was present­
ed in January by Chuck Lan­
des, CPA, of the A&A stan­
dards group at the AICPA.
You can find the SAS No. 112 








ast year’s free PCPS 
online Practice Manage­
ment Forums were 
tremendously popular 
with our members, so PCPS is 
planning a new round of for­
ums that will begin this month. 
Each session features a live Pow­
erPoint presentation and a spe­
cial Q&A segment that allows 
participants to get answers to 
questions about issues in their 
own firms. The first forum, “Pro­
viding Business Advisory Ser­
vices and Getting Paid for It,” 
presented by Rick Solomon, will 
take place on May 22. (All ses­
sions run from 2:00 pm to 
3:30pm ET.) Other planned 
forums include:
• “Managing Difficult Conver­
sations Successfully,” given by 
Jennifer Wilson on June 14.
• “Why Clients Leave,” given 
by Allan Boress on July 17.
• “Align Your Firm for Success: 
The 7 S Framework,” given 
by Deb Lockwood on August 
21.
• “The Risk Assessment Stan­
dards,” given by Chuck Lan­
des on September 18.
• “Recruiting in the 21st Cen­
tury,” given by Mark Koziel 
on October 23.
• “Succession Assessment: Is 
Your Firm Being Realistic?” 
given by Robert J. Gallagher 
on November 20.
• “Build and Run a Successful 
Financial Planning Practice: 
Best Practices and Slips to 
Avoid,” given by Walter M. 
Primoff on December 18.
• “The Small Firm Advantage,” 
given by Jim Metzler on 
January 22, 2008.
Mark your calendars now so you 
don’t miss these great presenta­
tions. PCPS members will re­
ceive e-mail announcements on 
how to register for each forum, 





id you miss any of 
the previous series 
of PCPS online Prac­
tice Management 
Forums? You can now find ar­
chived versions of all past for­
ums on the PCPS Firm Practice 
Center at www.aicpa.org/pcps.
Don't Miss Practitioners 
Symposium: June 4-6
T
his year’s AICPA Prac­
titioners Symposium 
boasts a long list 
of nationally known 
speakers covering hot topics in 
the profession. It will take place 
from June 4 through 6 in 
Phoenix, with an optional pre­
conference session on June 3. 
Take advantage of this great 
opportunity to expand your 
expertise and network with 
other successful CPAs. For 
more information, go to the 
PCPS Firm Practice Center site 
at www.aicpa.org/pcps.
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Practice Development & Management Resources
from the AICPA
For more information or to order log onto www.cpa2biz.com or call 1-888-777-7077.
AICPA's Management of an Accounting Practice (MAP) Handbook
This vast collection of practice management guidance and tools is a complete reference for managing small- to mid-sized firms and solo 
practices. e-MAP (the online edition) includes a powerful search engine, interactive worksheets, spreadsheets and checklists in Word 
and Excel, and regular updates make e-MAP a valuable resource for boosting profitability. [Online, 1 year subscription. No. MAPXX12- 
AICPA Member $150.00, Nonmember $250.00]. Three-volume loose-leaf: The print version provides more than 1,600 pages with over 300 
easy-to-use practice aids [Loose-leaf + CD-ROM: No. 090407 - AICPA Member $138.00, Nonmember $172.50; Updates shipped annually].
Selected Readings 2007 - Management of a Practice
Available for the first time in CD-ROM format, Selected Readings comprises the top 100 practice management articles from more than 20 
leading accounting and business journals. You'll find compelling ideas on topics such as staff motivation and retention, leadership, and 
technology. Each article is cross-referenced to the appropriate section of the MAP Handbook to facilitate your research on practice 
management issues. If you own e-MAP, the online edition of the MAP Handbook, the articles link directly to the relevant sections. [CD- 
ROM: No. 090495 - AICPA Member $38.00, Nonmember $47.50].
Introducing Tax Clients to Additional Services
Expand your business when you expand the services you can offer your clients. The strategies in this book show you how to lay the 
groundwork for expanding beyond tax services, preparing your team to do effective cross-promotion, and identifying the individual and 
business clients who would most benefit from the services. Includes a range of sample documents from client letters that introduce your 
expanded services to engagement letters and suggested methods of billing. [Text No. 090483 - AICPA Member $59.00, Nonmember $73.75].
Membership in PCPS is more valuable than ever. Join now for $35 per CPA, up to a maximum of $700, by visiting 
pcps.aicpa.org/Memberships/Join+PCPS.htm or by going to ww.aicpa.org/pcps and clicking the “Join PCPS” button 
on the home page. If you are already a member but haven't activated your access to the online Firm Practice Center or 
haven't shared your unique activation link (sent to you this past summer) with others in your firm, now is the time 
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